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P.O. Box 615
Frankfort, Kentucky 40602

Re:  Nicholas County Water District PSC Application
Dear Mr. Derouen:

Enclosed please find the original and ten (10) copies of the Application of the Nicholas
County Water District for an Order authorizing the District to issue securities pursuant to
KRS 278.300.

Please be advised that the District is requesting the Commission to expedite this
Application and issue the approving Order on or before April 30,2015 due to the fact that an
upward shift in the current interest rate market could negate any interest cost savings to the
District.

Thank you for your assistance and if you need any additional information or documentation,
please let us know.

Sincerely,
Rubin & Hays
/,jj) «C«{éféﬂ e
By i J
W. Randall Jon
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Enclosures

cc: Ms. Georgia Livingood, Nicholas County Water District
Ms. Kristen Millard, Raymond James and Associates
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APPLICATION
The Applicant, Nicholas County Water District (the "District"), files this Application

pursuant to KRS 278.300, 807 KAR 5:001, and all other applicable laws and regulations, and
requests that the Kentucky Public Service Commission (the "Commission") enter an Order
authorizing the District to issue certain securities in the approximate principal amount of $1,900,000

(subject to adjustment of up to 10%), for the purpose of refunding certain outstanding waterworks
revenue bonds of the District and completing the financing of a water improvements project. In

support of this Application, and in compliance with the rules and regulations of the Commission,
the District states as follows:
1. The District was established in accordance with the provisions of Chapter 74 of the

Kentucky Revised Statutes pursuant to an Order of the County Judge/Executive of Nicholas County,

’



which Order is on file in the County Court Order Books in the office of the Clerk of Nicholas
County, Kentucky. The District is now, and has been since its inception, regulated by the
Commission, and all records and proceedings of the Commission with reference to the District are
incorporated in this Application by reference. The District does not have any Articles of

Incorporation due to the fact that it is a statutory entity.
2. The governing body of the District is its Board of Commissioners which is a public

body corporate, with power to make contracts in furtherance of its lawful and proper purpose as

provided for in KRS 74.070 and all applicable law and regulations.
3. The mailing address of the District is as follows:

Nicholas County Water District

c/o Ms. Georgia Livingood, Manager
1639 Old Paris Road

Carlisle, Kentucky 40311

Telephone: (859)289-3157

Fax: (859)289-8131

Email: ncwd @ bellsouth.net

4. A general description of the District's water system property, together with a
statement of the original cost, is contained in the District's Annual Report for 2013 which is on file
with the Commission. The Annual Report is incorporated herein by reference.

5. The District proposes to borrow funds from the Kentucky Rural Water Finance

Corporation ("KRWFC") pursuant to an Assistance Agreement (the "KRWEFC Loan"), in the
estimated principal amount of $1,900,000 (subject to adjustment of up to 10%) for the purpose of

(a) refunding the outstanding revenue bonds designated as (i) Nicholas County Water District
Waterworks System Revenue Bonds, Series 1994A, dated February 17, 1995, in the original

principal amount of $650,000, bearing interest at the rate of 4.50% per annum (the "1994A Bonds");



(ii) Nicholas County Water District Waterworks System Revenue Bonds, Series 1994B, dated
February 17, 1995, in the original principal amount of $442,000, bearing interest at the rate of 4.50%
per annum (the "1994B Bonds"); (iii) Nicholas County Water District Waterworks Revenue Bonds,
Series 1998, dated February 10, 1998, in the original principal amount of $247,000, bearing interest

at the rate of 4.50% per annum (the "1998 Bonds"); and (iv) Nicholas County Water District
Waterworks Revenue Bonds, Series 2000, dated August 9, 2001, in the original principal amount

of $858,000, bearing interest at the rate of 4.375% per annum (the "2000 Bonds")(hereinafter, the

1994 A Bonds, the 1994B Bonds, the 1998 Bonds and the 2000 Bonds shall be collectively referred

to as the “Prior Bonds”); and (b) completing the financing of a water improvements project (see
explanation in paragraph #6). The Prior Bonds are held by the U.S. Department of Agriculture,
acting through Rural Development (“RD”).

6. The District filed an application with the PSC in Case No. 2014-00325 pursuant to
KRS 278.023 and the PSC issued its Order on October 9, 2014 granting the District (i) a Certificate
of Public Convenience and Necessity to construct a water improvements project (the “Project”); (ii)
authorizing the issuance of securities; and (iii) a water rate increase. The District and its engineer
anticipated the receipt of a Tobacco Settlement grant in the amount of $185,000 (the “TS Grant”)
as part of the funding of the Project, which grant was not received as of the date of closing of the

$555,000 of waterworks revenue bonds, series 2014 (the “2014 Bonds”) which were purchased by
RD. In an effort not to delay the construction of the Project, RD agreed to allow the 2014 Bonds

to be closed and the Project to proceed provided the District agreed that it would furnish the
$185,000 needed to complete the Project in the event that the TS Grant was not received. After

much negotiation with the Commonwealth of Kentucky, the TS Grant was never received by the



District. The Project is currently under construction and accordingly, the District is proposing to
use $185,000 of the proceeds of the KRWFC Loan to make up the shortfall in the funding of the
construction of the Project.

7. The estimated debt service for the KRWFC Loan is shown in Exhibit A which is

attached hereto and incorporated herein by reference. The debt service schedule and estimated

interest rates are subject to change because of market conditions. The final terms and details of the
KRWFC Loan may vary from the present assumptions based upon market conditions and other

business judgment factors.

8. The KRWFC Loan will provide the District with the funds necessary to (i) refund the
Prior Bonds; (ii) finance the completion of the construction of the Project; and (iii) pay the fees and
expenses incident to the issuance of the KRWFC Loan.

9. The Sources and Uses of Funds to be obtained from the issuance of the KRWFC Loan
are detailed as Exhibit B, which is attached hereto and incorporated herein by reference.

10. It is anticipated that the proposed refinancing will result in a net present value
cashflow savings of approximately $183,583.67. These savings are shown on the Debt Service
Comparison, which is attached hereto and incorporated herein by reference as Exhibit C.

11. The final principal amount of the KRWFC Loan will be adjusted based upon final

interest rates which will be known on or about the date of sale of the proposed KRWFC Loan. Final

financial figures will be submitted to the Commission in a timely manner. The Applicant will not
issue the securities if interest rates in the bond market shift to a point where the Applicant will not

achieve any debt service savings.



12.  TheDebt Service Schedule of the outstanding Prior Bonds being refunded is set forth
in Exhibit D.

13. The District represents that the KRWEC Loan is in the public interest and is intended
to accomplish the purpose of (i) strengthening the financial condition of the District by producing

substantial debt service savings; and (ii) completing the financing of the construction of the Project.
These are lawful objects within the corporate purposes of the District's utility operations. The

KRWFC Loan is necessary, appropriate for, and consistent with the proper performance by the

District of its service to the public and will not impair its ability to perform that service.

14.  The District represents that it will, as soon as reasonably possible after the closing
of the KRWFC Loan, file with the Commission a statement setting forth the date of issuance of the
KRWFC Loan, the price paid, the fees and expenses incurred in the issuance of the KRWFC Loan,
and the terms and interest rates of the KRWFC Loan. :

15. Thedetailed Statement of Revenues, Expenses and Changes in Fund Net Position and
Statement of Net Assets for the twelve month period ending on December 31, 2013 are attached
hereto and incorporated herein be reference as Exhibit E respectively.

16.  Pursuant to 807 KAR 5:001, Section 12 - Financial Exhibit; the District hereby

responds as follows:

(i) Section 12(1)(b): The District states that it had less than $5,000,000 in gross

annual revenue in the immediate past calendar year and that no material
changes to the District’s financial condition have occurred since the end of
the twelve (12) month period contained in the District’s most recent annual

report on file with the Commission.



